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1. EMBASSY CONTINUES FOLLOW DEVELOPMENTS IN INSURANCE INDUSTRY 
WITH VIEW CHOOSING FIRST APPROPRIATE TIME FOR FULL RESPONSE 

REF A. IN OUR VIEW THAT TIME HAS NOT YET ARRIVED. THE INSURANCE 
INDUSTRY CONTINUES IN A STATE OF FLUX. 

2. PRIVATE INSURANCE INDUSTRY IN ARGENTINA HAS NOT YET SUC- 
CEEDED, AND MAY YET FAIL, IN KILLING PROJECT OR PROPOSAL OF 
NEW ULTRA-NATIONALISTIC SUPERINTENDENT OF INSURANCE, 

S. MUZYKANSKY, FOR NEW GENERAL INSURANCE LAW WHICH WOULD GO 
FAR IN DECLARING INSURANCE A "PUBLIC UTILITY" AND MUCH DIMINISH 
ROLE OF PRIVATE INDUSTRY IN THIS SECTOR. HIS PROPOSAL WOULD 
LEAVE ALMOST NO ROOM FOR OPERATIONS FOR NON- ARGENTINE INSURANCE 
FIRMS (THOSE WITH OVER 19.9 PER CENT FOREIGN PARTICIPATION IN 
EQUITY) AND WOULD SHARPLY LIMIT ACTIVITIES OF PRIVATE ARGENTINE 
FIRMS. THE PRIVATE INSURANCE INDUSTRY IN ARGENTINA, LED BY 
ITS DOMESTICALLY OWNED SECTORS BUT WITH CONCURRENCE AND SUPPORT 
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FIGHT THE PROPOSAL WITHIN OFFICIAL GOA CIRCLES AND IS ALREADY 
LOBBYING STRONGLY WITH CONGRESSMEN AND SENATORS FOR SUPPORT IN 
KILLING THE PROPOSAL SHOULD IT ACTUALLY BECOME A FORMAL BILL 
IN THE ARGENTINE CONGRESS. 

3. AS DEPARTMENT IS AWARE, IN ARGENTINA INSURANCE OF ALMOST 
ALL TYPES OF RISK IS WRITTEN BY THREE DISTINCT GROUPS 

OF INSURANCE WHICH INCLUDE (A) OFFICIAL ENTITIES; (B) COOPERA- 
TIVES AND MUTUAL COMPANIES, PLUS; (C) REGULAR PRIVATE SECTOR 
FIRMS WHICH INCLUDE FOREIGN FIRMS. OVER THE PAST TEN YEARS, THE 
OFFICIAL ENTITIES AND COOPERATIVE GROUPS, UNDER THE BENEVOLENT 
EYE OF THE SUPERINTENDENT OF INSURANCE AND THE REINSURANCE 
INSTITUTE, HAVE STEADILY AND SIGNIFICANTLY INCREASED THEIR 
SHARE OF THE MARKET AT THE EXPENSE OF THE PRIVATE SECTOR. 

THE NEW PROPOSALS NOW BEING DISCUSSED WOULD SPEED THIS TREND. 
PROPOSALS BEFORE THE CONGRESS, IN CONJUNCTION WITH NEW TAX 
LEGISLATION, WOULD FORCE INSURANCE FIRMS, LIKE OTHER FIRMS, 

TO CANCEL THEIR BEARER SHARES AND REPLACE THEM WITH NOMNATIVE SHARES. 
ONE RESULT WOULD BE, UNDER THE NEW FOREIGN INVESTMENT LAW, TO 
IDENTIFY MANY MORE INSURANCE FIRMS AS MIXED OR FOREIGN RATHER THAN 
"ARGENTINE.'' THIS IS ESPECIALLY THE CASE BECAUSE, PREVIOUSLY, 

FIRMS WHICH HAD NO MORE THAN 49 PER CENT FOREIGN EQUITY 
COULD CLAIM STATUS AS AN ARGENTINE FIRM WHILE THE NEW STANDARD 
IS "LESS THAN 20 PER CENT." NON- ARGENTINE FIRMS WOULD BE 
BARRED BY THE NEW INSURANCE PROPOSAL FROM PARTICIPATING IN 
MANY LINES OF ACTIVITIES AND FROM ACCEPTING RISKS FROM MANY 
CLIENTS WITH WHOM THEY NOW MAY DEAL. 

4. TO REPEAT, SITUATION REMAINS IN A STATE OF FLUX AND ANY 
DESCRIPTION OF SITUATION, AS IT PRESENTLY EXISTS, MAY BE 
SHORT LIVED. EMBASSY WILL CONTINUE TO REPORT AS SITUATION 
CLARIFIES. 
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